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LAND USE AND LAND VALUES IN NORTHEAST ATLANTA 


Changes taking place alongside the North and Northeast Expressways 


by 


James H. Lemly 


There is widespread interest in the changes which 
may take place in urban development as a result of 
expressway development. In order to provide specific 
local information, it was decided in June of 1957 to 
conduct a study to determine, in so far as possible, 
the effects of such construction on land use and 
value in the vicinity of the Atlanta Expressway. 


Atlanta’s system of expressways has been under 
development for about eleven years. The highly im- 
portant north-south portion of the system is well 
on the way to completion, the major east-west line 
is under construction, and an outer perimeter route 
is being developed on a section by section basis. Al- 
though the north-south “connector” in the center of 
the city is still incomplete, many miles of high 
volume, limited access roadways (called the North 
Expressway, the Northeast Expressway, the North- 
west Expressway, and the South Expressway) serve 
motorists in the metropolitan area. 

Prior to the design of the Atlanta Expressway 
System, the State Highway Department, supported 
by the Bureau of Public Roads, made extensive 
studies to determine the desires and intentions of 
prospective users of the new facilities. The tests and 
projections showed that a large majority of vehicles 
on the expressway would be destined to go into the 
Atlanta area. For this reason, the north-south core 
of the Atlanta Expressway System was designed 
primarily to meet the needs of the metropolitan 
area rather than to act as a bypass route to take 
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highway through-traffic away from the city. As a 
result, the Northwest and Northeast Expressways 
were engineered to converge at Brookwood Station 
to form a single route, the North Expressway, into 
the center of the city. 








The North Expressway was intended to serve as 
a high volume thoroughfare and was expected to 
remove a major portion of the traffic flow from 
overworked streets nearby. (A large amount of 
traffic has indeed shifted to the North Expressway, 
but because of the general increase in traffic flow 
in the entire metropolitan area, the current volume 
along Spring and West Peachtree is approximately 
equal to that which existed previously.) 

The Northeast Expressway was planned as a 
new road to serve the mid-northeast sector of the 
metropolitan area. It also was expected to relieve 
local traffic congestion, principally on Peachtree 
and Piedmont Roads. (Movement along the North- 
east Expressway turned out to be heavier than was 
contemplated at the time of development, and the 
other important thoroughfares serving this region 
also carry maximum numbers of vehicles.) 


AREA STUDIED 

In studies of this type there is the problem of 
defining the area to be examined, because there is 
no exact way to measure roadway influence upon 
any given piece of property, especially when the 
property does not front on and have direct access 
to the roadway in question. In the Atlanta study, 
it was decided to use the oldest portion of the ex- 
pressway system, serving a broad accumulation of 
commercial and industrial properties as well as 
urban and suburban residential sectors. A relatively 
large tract of land in the north and northeast part 
of the metropolitan area of Atlanta was thus select- 
ed as the study area. The expressway in this area 
runs for 714 miles, beginning at North Avenue (U. 
S. Route 78) near the central business district, ex- 
tending north along the North Expressway to the 
Brookwood Station interchange, and then out along 
the Northeast Expressway to Clairmont Road. (See 
Figure 1.) 

There are eight interchanges and two street 
grade separations in this stretch of expressway. 
Three of the interchanges and one grade separa- 
tion are found south of the Brookwood Station in- 
terchange. The three interchanges along the North- 
east Expressway out to Clairmont Road are of sim- 
ilar design but are more widely separated. Each 
interchange or separation provides passage of its 
intersecting main artery across the expressway. All 
other roads and streets formerly crossing the line 
now occupied by the expressway have either been 
closed or diverted. 

The route designated for the North Expressway 
ran through a partially vacant area adjoined by low 
value properties; along the Northeast Expressway 
large tracts of vacant land existed on both sides 
of the right of way. It would be logical to expect 
that extensive changes in land use and value in 
adjacent properties should be expected to follow in 
the wake of construction of this expressway. 
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PATTERN FOR THE STUDY 

Changes in land value have been studied by means 
of comparison.! Areas affected by expressway de- 
velopment have been compared with unaffected or 
“control” areas, both before and after construction 
of the expressway.” Also, affected areas of one type 
have been compared with affected areas of other 
types in an effort to determine the degree of in- 
fluence and the timing of influence of expressway 
construction. 


Changes in land use also have been studied by 
means of comparison, except that “control” areas 
have not been used as a major technique. Before- 
and-after comparisons as well as comparisons of 
different parts of the study area have been the 
principal tools of analysis. In addition, extensive 
compilations of information pertaining to the total 
extent of change in land use have been developed. 


The plan for observing changes in land value and 
land use was to compare or contrast changes in cer- 
tain areas as conditions changed over time. This 
necessitated the establishment of time periods di- 
vided as nearly as possible into equal lengths, both 
before and after construction, in order to measure 
changes caused or influenced by the coming of the 
expressway. The sixteen years from 1941 through 
1956 were established as the study period. The years 
1941 through 1946 (T-1) were taken as years be- 
fore the expressway was built and before much 
serious thought was given to construction. The sec- 
ond period chosen was 1947 through 1951 (T-2). 
This period included early construction of the first 
part of the expressway. The years 1952 through 
1956 (T-3) were chosen as the years following early 
activity and during which the northeast leg of the 
expressway was completed. An ideal study situation 
would call for an additional time period, perhaps 
five years following the completion of the north- 
east section of the expressway. 

Basic Assumptions 

Three assumptions stand out as basic to the pro- 
cedure of this study. (These assumptions underlay 
the division of the study area into band, section, 
and strip noted below.) 


1 Changes in land value during the period of the study were ob- 
tained by a study of prices paid for properties within the study area. 
All real property sales were obtained by examination of deed records, 
and appropriate values for the land without buildings were developed. 
These values then were available for comparison with other properties. 


2 Anyone who is familiar with real estate markets understands that 
no two urban properties can be identical. Similar houses and buildings 
can be constructed if this is desired. but every piece of land has a 
certain amount of monopoly value. No two lots can occupy the same 
— and location is one of the prime factors in determining land 
value. 

For this and other reasons, no area is available to serve as a per- 
fect basis of comparison for this study. Since the comparative method 
is desirable, however, an area was designated which has many of the 
characteristics of the study area. This sector is generally of the same 
type and nature as that in the northeast section except that no ex- 
pressway construction has taken place, nor is any planned for this 
region. The control area, located in four and one-half land lots in 
southwest Atlanta, includes commercial property, churches, schools, 
apartment houses, and residences. 
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First, it was assumed that there would be varia- 
tions in land use and land value as the distance 
from the central business district increased. To 
study these variations, the subject area was divided 
into sections, which changed as distance from the 
central business district increased. Second, it was 
assumed that variations in land use and land value 
would occur as the lateral distance from the ex- 
pressway right of way increased. In order to meas- 
ure changes of this kind, the study area was di- 
vided into bands which changed as distance from 
the expressway increased. Third, it was assumed 
that changes in accessibility would cause variations 
in land use and land value within the central busi- 
ness district and along the more important access 
roads leading on and off the expressway; these 
areas are referred to as strips. 


EVIDENCES OF CHANGE 


The three basic assumptions just mentioned 
are not local but are more or less general in nature. 
The first assumption was based on the general 
tendency for land use and values in urban communi- 
ties to decline as distance from the central busi- 
ness district increases. 

Within the study area, in the years before the 
expressway was built, land values did not decline 
uniformly as distance from the central business 
district increased. It is true that typical declines 
were in evidence in some sectors, but certain areas 
outside of the downtown sector were more valuable 
than other areas located closer to the central busi- 
ness district.® 


One apparent reason for the departures in Period 
I from the typical pattern of declining prices in re- 
lation to distance can be found in neighborhood 
characteristics, such as the status of development at 
a given time. In some of these cases, vacant land 
was compared with developed land (this was true 
for Sections 3 and 4 in Band B on the east side). In 
other cases, comparisons between low priced resi- 
dential areas and higher priced residential areas 
were being made. 


Another possible explanation for the existence 
of higher priced areas located farther from down- 
town than the lower priced areas is the tendency for 
new development to “leapfrog” over older regions 
which show signs of declining desirability.* 


3 On the east side of the study area in Band A, Section 4 had high- 
er values than Section 3; and in Band B, Section 5 had higher values 
than Section 4. Also in Band B, Section 4 had higher values than 
Section 3. On the west side of the study area, within Band A, Section 
4 was higher in value than Section 3 and Section 5 was higher in 
value than Section 4. Also on the west side, in Band B, Section 2 was 
higher in value than was Section 1. 


4 A clear example of bypassing in this manner is the comparison 
of Section 2 with Section 1, Band A, on the west side. Section 2 is much 
farther from the central business district and is relatively hard to reach 
from the downtown area. Section 1 is the older area developed many 
years ago. Section 2 was opened for development during Period I and 
hence was at its peak in desirability. Also, these two areas are sep- 
arated by the extensive property of the Atlantic Steel Company which 
provided a barrier to earlier extension in this sector. Section 2 values 
are not higher than those in Section 1 but they are considerably higher 
than one would expect under ‘‘normal’”’ conditions. 
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Still another reason, in Period I, for the lack of 
uniformity in prices based on distance can be found 
in street and terrain problems. This has been a 
highly important item because Atlanta has a very 
irregular street system caused largely by uneven 
terrain. 


The evidence produced by this study shows that 
the coming of the expressway has altered the pat- 
tern of relationships which existed in Period I. 
(See Figure 2.) In Period III, only two variations 
from the pattern described in the first assumption 
were in evidence, and strong neighborhood influ- 
ences prevailed in each case.® 

The second assumption on which the study was 
based pertains to variations in value in relation to 
lateral distance from the expressway. In Period I, 
Band A values were lower in general than were 
Band B values, and Band C values in general were 
higher than those in Band B. This is a relationship 
contrary to the theoretical assumptions that values 
are likely to decline with increases in lateral dis- 
tance from the expressway. In Period I, however, 
no expressway existed and, as has been pointed out, 
the rights of way were intentionally located in va- 
cant property wherever possible. Hence in the At- 
lanta scene, it was entirely reasonable in Period I 
to find higher values at greater distances from the 
route selected for the Northeast Expressway® (Fig- 
ure 3). 


In Period III, the evidence indicates that values 
in Bands B and C were still higher than values in 
A, but the discrepancy was not nearly so great. 
Band A properties had increased much more rapid- 
ly on a relative basis. 

Clearly the evidence available at present indi- 
cates that the expressway has tended to increase 
values very substantially in A Bands. The total 
long-run evidence will not be available until a major 
portion of the land which is still vacant in the A 
Bands is sold and put to urban uses. 


5 On the east side of the expressway in Band A, Section 4 has 
higher values than does Section 3. This is a continuation of the pat- 
tern as found in Period I for these two neighborhoods. On the west side 
in Band B, Section 2 has values greater than Section 1. This also is a 
continuation of the situation existing in Period I. It should be stated 
that there is no similarity and little proximity between Sections 2 and 
1 on the west side. The property of the Atlantic Steel Company as well 
as all of the properties in Section 2, Band A, intervene between the two 
sections. This separation was forced by the curve of the study area in 
the vicinity of Brookwood Station. Section 2, Band B, on the west side 
centers on Peachtree Road in a valuable area. Section 1, Band B, West 
side, consists of relatively small houses built many years ago in the 
vicinity south of the Atlantic Steel Company. 


6 Certain exceptions to this over-all pattern existed in Period I 
and should be recognized here. On the east side, properties in Sections 
3, 4, and 6 within Band A were greater than like sections in Band B; 
also, properties in Band C, Section 5 were drastically lower than Band 
B and lower than in Band A. On the west side, values of property in 
Band B in Sections 1 and 5 were lower than correspoding sections in 
Band A. Also, in Section 5 on the west side, Band C was lower than 
Band A, and Band C was greater than the properties in Band B in 
this section. These variations can be easily understood if an examina- 
tion is made of neighborhood characteristics such as time of develop- 
ment, terrain features, or street layout in the subject areas. One specific 
case is cited here for illustration. In Period I, Section 3 in Band B, 
on the east side, was lower in value than in Band A. It should be re- 
membered that Band B, Section 3, on the east side is largely made up 
of properties in Sherwood Forest. This land in Period I was raw land 
awaiting development. Section 3, Band A, on the contrary, had been ex- 
tensively developed tor some time prior to Period I. 
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Figure 2 

In Period I, prior to the building of the 
expressway, land values varied widely in re- 
lation to distance from the Central Business 
District. As an example, values in Section 8, 
Band B on the east side of the expressway were 
particularly low, whereas values in Section 5 
(in the same band and side) were much higher. 
After completion of the expressway (Period 
III) a@ smoother, more uniform relationship is 
observed. The expressway is not the only rea- 
son for this change, but is a definite causal 
factor. 


The third major assumption of this study was 
concerned with changes which likely would occur 
(1) in land use and value within the downtown area 
and (2) within the major thoroughfares (strips) 
which cross the expressway. The evidence is clear 
that the North Expressway has contributed ma- 
terially to extensive changes in the wse of land ad- 
jacent to its downtown section — that is, the 
area south of Brookwood Station. Changes in value 
have also been impressive in this area and the ex- 
pressway has played a major part in these advances, 
particularly in the areas closest to the new road- 
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way. 

The second part of the third assumption concerns 
changes in land values along major streets crossing 
the expressway (strips). (All of the major traffic 
arteries which now cross the expressways were in 
existence before the building of the new roadways. 
Hence it cannot be contended that any of them 
were created or made important solely by express- 
way construction.) The evidence at hand indicates 
that the development of the expressway system has 
materially increased the rate of growth along these 
thoroughfares. 
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One of the principal consequences of the develop- 
ment of the Northeast Expressway has been to open 
large amounts of land to new urban development. 
Not only has this roadway opened areas relatively 
close to the city. but it is providing accessibility to 
a tremendous area which extends for many miles 
beyond Clairmont Road, the boundary for this 
present study. In providing these new areas for 
urban development, the expressway obviously has 
increased values in the areas thus made accessible. 

At the same time, a companion result of the ex- 
pressway has been to weaken or reduce the rate of 
growth of property values in areas which formerly 
possessed local advantage due to the existing street 
and terrain pattern. 

Areas of Increasing Value 

In many areas the rate of growth in value has 
been quite significant and in some instances little 
short of phenomenal. 
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East side of expressway 

Sections 1 and 3 in Band A have increased more 
than 200 per cent in value, while Section 2 has in- 
creased at a rate greater than 400 per cent. Within 
Band B on the east side, Section 3 has increased by 
approximately 425 per cent, and Section 6 in the 
same period has increased by 485 per cent. The only 
other large-scale increase on the east side is Sec- 
tion 5 in Band C, which has increased by 870 per 
cent. The other sections on the east side have shown 
varying degrees of increase (except Section 5, Band 
B, which shows approximately a 21 per cent decline 
in value in constant dollars) .7 


7 The areas listed above are composed of a variety of activities. 
Section 1 and 2, it will be recalled, are the downtown commercial areas. 
Section 3, Band A, is made up of commercial and industrial properties 
in the vicinity of the expressway south of Piedmont Road. Section 3, 
Band B, on the east side, is composed primarily of Sherwood Forest 
properties. Section 5, Band C, is land which in previous periods was 
isolated and almost ignored. In Section 6, Band B, properties consist 
of new and well-accepted residential subdivisions. 
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Figure 3 

After the construction of the expressway the 
values of Band properties are seen to be 
closer to Band A. Since it is known that all 
properties tended to improve in value during 
the study period, this indicates that values of 
Band A properties increased more rapidly than 
those of Band B. 
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West side of expressway 


There were not as many rapid increases in value 
on the west side as on the east, but the greatest 
single rate of increase for any one sector is that for 
Section 3, Band A, on the west side. This section, 
composed almost entirely of industrial property, has 
increased almost 2,000 per cent during the study 
period. Section 3 in Band B on the west side has 
shown an increase of only 3 per cent for the same 
period. Much of the variation between these adjoin- 
ing areas can be explained in neighborhood and 
time differentials.® 


8 Within Section 3, Band A has moved steadily toward high level 
industrial use from extremely low levels of use. It should be remembered 
that this area is bisected by tracks of both the Southern and Seaboard 
railroads as well as by Peachtree Creek. In former periods it was con- 
sidered entirely unsuited to normal residential development. When the 
expressway provided access into this area, it immediately was marked 
for high level industrial expansion. The property in Band B presents a 
different picture. A substantial portion of the land in Section 3, Band 
B, is residential and was worth much more in Period I than was the 
land in Band A. The rate of change in Band B during Periods I to II was 
almost as great as that for Band A. In Period III, sales of isolated, 
completely undeveloped tracts produced an average picture which is not 
representative. 
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Only two other sections on the west side have 
shown increases of more than 200 per cent. Section 
1, Band A, on the west side has increased by 
approximately 236 per cent, while Section 6, Band 
B, on the west side has increased by 248 per cent. 
Section 6, Band A, has done almost as well in in- 
creasing by 194 per cent. 

Areas of Declining Value 

Three sections within the entire study area reveal 
declining prices from Period I to Period III. This 
evidence is based on the constant dollar values used 
for all of the analytical material. In terms of cur- 
rent dollars, these declines disappear. It is true, 
however, that there are some sectors where evi- 
dences of growth in value are almost nonexistent. 

These sections of declining value (in constant 
dollars) are: 


1. Section 5, Band B, East side 
2. Section 6, Band C, West side 
3. Section 5, Band A, West side 


100 % 














Figure 4 

Values in the study area as a whole have not 
increased appreciably in relation to the contral 
area. Construction of the expressway has 
caused a definite improvement in value in cer- 
tain sections, particularly Sections 3 and 4 on 
the west side. At the same time, Section 5 on 
the west side has shown a relative decline in 
comparison to the control area. 
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Effects of Neighborhood Development Patterns 

Because of the importance of mobility in urban 
development, any expressway will make some con- 
tribution to greater use and higher values of prop- 
erties within its tributary area. At the same time, 
however, it must be emphasized that a facility such 
as an expressway is only one determinant of value. 
The importance of an expressway in relation to 
other determinants such as_ shopping facilities, 
schools, churches, prestige value, etc., is variable. 
Any expressway helps to provide a favorable cli- 
mate; but, in a number of instances, local or neigh- 
borhood decisions have played a dominant part in 
establishing both use and value relationships within 
sectors. Analysis in this study has indicated very 
clearly that the decisions made by land developers 
have been very important in establishing and main- 
taining high levels of use and value within specific 
neighborhoods. 


THE STUDY AREA COMPARED TO THE CONTROL AREA 


The last of the analytical patterns to be summar- 
ized is the comparison of land value developments 
in the study area with those in the control area. 
The purpose of developing information about the 
control area was to determine, if possible, whether 
property within the study area had advanced more 
rapidly in value than had other sectors of the city. 


During the sixteen year study period, both the 
control and study areas have undergone extensive 
development. Important commercial activity has 
sprung up in the control area and much residential 
building has taken place. The control area does not 
contain a burgeoning offshoot of the central busi- 
ness district and it does not have any industrial de- 
velopment inside its boundaries, but without doubt 
its growth has kept pace with the Atlanta com- 
munity as a whole. Examination of the evidence 
showed that the rate of growth of values in the con- 
trol area is greater than for a majority of the sec- 
tions of the study area, but, taken as a whole, the 
study area has had a higher rate of growth than 
has the control area. 

It is felt that the more rapid growth of the total 
study area has resulted from the availability of 
special advantages in the region, one of which has 
been the expressway system. 


PRINCIPAL CONCLUSIONS FROM THE STUDY 


This study has provided extensive information 
about the impact of the North and Northeast Ex- 
pressways upon the areas served by these new road- 
ways. The following are the broad accomplishments 
which can be credited to this major realignment of 
Atlanta’s street system. 

1. Commercial activity along the major thorough- 
fares crossing the expressway has increased great- 
ly. Primary cause of this growth is the increased 
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importance of these streets as a result of cross- 
town traffic being channeled over them. 


2. South of Brookwood Station (the downtown 
sector), a rapid change from residential to com- 
mercial and light industrial activity has been ex- 
tensively influenced by the presence of the North 
Expressway. Properties in this area which were 
originally low in value have increased tremendous- 
ly, while the other higher valued properties have 


also increased as higher levels of use have been 
reached or changes to new uses have been made. 


3. A large majority of all land close to the ex- 
pressway lying east of Brookwood Station (Peach- 
tree Road) and west of Piedmont Road has been 
devoted to or zoned for industrial use. In these areas 
the rate of increase in value has been remarkable. 
In particular, the value of vacant land in this area 
has undergone tremendous increases. The North- 
east Expressway has been the factor which has 
brought these areas into prominence, although other 
items, such as proximity to the center of the city 
and the presence of rail facilities, have played an 
important part in the development of these areas. 

A major portion of the land lying east of Pied- 
mont Road and immediately adjacent to the North- 
east Expressway has been devoted to or zoned for 
industrial expansion. Little of the land within De- 
Kalb County which is zoned for industrial uses has 
been sold. For this reason no specific measures of 
the final acceptance of these areas can be obtained 
at this time. It is felt that the industrial areas east 
of the Cheshire Bridge-Buford Highway intersec- 
tion with the expressway will owe much of what- 
ever improvement they receive to the presence of 
the Northeast Expressway. Prior to the coming of 
the expressway, this area had little or no reason to 
expect serious industrial development as it is far 
removed from the center of the city and had no 
peculiar advantage to assist its industrial develop- 
ment. 


4. Because of the rate of commercial and indus- 
trial expansion, in a relatively short period of time 
no residential properties will remain in the region 
east of Techwood and south of Brookwood Station. 
The residential areas just north of Brookwood are 
being influenced and altered, but the expressway 
system is only indirectly involved in these changes. 

Two new residential areas, Sherwood Forest 
(EB 3, Figure 1) and the Martin Manor-Lindridge 
sector (EA 4, Figure 1), have been very weil re- 
ceived by the general public and show no injurious 
effects of being located immediately adjacent to 
the expressway. Other residential areas close to the 
route of the Northeast Expressway have not been 
injured, and in some cases new activity is superior 
to the older development in these sectors. 








A majority of all land within the study area east 
of Piedmont Road is devoted to or zoned for resi- 
dential use. Much activity has been observed in this 
area during the years that the Northeast Express- 
way was being planned and built. Broad changes 
have taken place in values of land in this area, with 
some neighborhoods showing weak tendencies of 
growth and with others showing tremendous im- 
provements in use and value. 


Expressway Effects are Extensive 

The effect of the Northeast Expressway does not 
halt at the eastern boundary of the present study 
area. Impressive developments are continuing for 
several miles east of Clairmont Road, within the 
area tributary to the Northeast Expressway. In 
general, a higher level of residential development 
is being maintained in the larger, newer tracts 
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located at some distance from the expressway route. 

Multi-unit apartment development within the 
study area has not been significant except in the 
sector west of Peachtree Road. Outside of this sec- 
tor, almost all of the units which have been built 
within the study area are in the immediate vicinity 
of or east of Piedmont Road. 


Expressway Effects Yet to Come 

The economic impact of the North and North- 
east Expressways upon the areas tributary to these 
roads has been impressive up to the present time. 
It must be realized, however, that the full effect of 
expressway development cannot be measured at a 
time so soon after construction. For that reason, 
the results presented in this report should be re- 
garded as preliminary findings. A further analysis 
at a future time should yield definitive results. 
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ATLANTA'S SENIOR CITIZENS 


A SURVEY OF THEIR NEEDS 


by David B. Hawk 


Do they want to work? 
Do they have a minimum subsistence income? 


Is their housing adequate? 


Information on these and other questions regarding Atlanta’s older age-group has been obtained from 
a recent survey by the Metropolitan Atlanta Community Services. The circumstances of this growing 
segment of Atlanta’s population have economic implications of significance to the metropolitan area. 


In the Atlanta Metropolitan Area: 


1. The percentage of all people 65 years of age and older who are in the labor force is considerably lower 


than it was nine years ago. 
2. Few older people want to work full time. 


3. The majority of older people have incomes of less than $1,000, which is lower than a minimum sub- 


sistence income. 


4. More single than married individuals have incomes below an established minimum subsistence figure. 
5. About 60 per cent of the older citizens questioned in a recent survey stated that they have all day to 


do with as they like. 


6. About 30 per cent of the older citizens said that they would like to belong to a club made up of people 
their own age, but only slightly more than 8 per cent now can and do belong to such clubs. 


The conclusions above are from a survey recently 
conducted by a committee sponsored by the Plan- 
ning Division of the Metropolitan Atlanta Com- 
munity Services. Being alert to the nationwide 
interest in the growing proportion of older people 
who make up the population of American cities, the 
committee decided to attack the problem of the un- 
met needs of the local area by securing information 
regarding the characteristics of the senior citizen 
population with regard to employment, housing, in- 
come, health, and recreational or leisure-time ac- 
tivities. Accordingly, a plan was worked out under 
the direction of the project director, Frank Nichol- 
son, for sampling interviews to be obtained from 
noninstitutional residents of the 65 years or older 
classification in the Atlanta metropolitan area. 

A careful procedure was followed to get a random 
one per cent sample of people 65 or older in the tri- 
county area of Fulton, DeKalb, and Cobb.’ A total 
of 625 completed interviews was obtained.” 





1. Only one such person was interviewed in any dwelling unit, and 
if there were persons of both sexes over 65 in the unit the volunteers 
were instructed to interview one of the opposite sex from the person whom 
they had last interviewed. 

2. This was well above the one per cent sample. Of the 58,400 
persons in the age grouping, about three per cent are residents of in- 
stitutions such as hospitals, sanitariums, and nursing homes, and the 
Georgia State Health Department had previously collected data on the 
characteristics and needs of persons in institutions. 
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Employment 

A tabulation of the responses on Income and Em- 
ployment showed that the percentage of people 65 
years of age and older who are in the labor force 
today approximates 14, although it was 21 in 1950. 
Since there are estimated to be 17,000 more people 
in the age group today than there were in 1950, 
this represents a hardly noticeable decline in the 
number of older people employed, but it is signifi- 
cant that older citizens not working increased sub- 
stantially both in numbers and in percentage. When 
questioned, only about eight per cent of the re- 
spondents stated that they wished to work full time. 
The majority of these were working either full time 
or 15 or more hours per week. Fifteen per cent 
answered that they wished to work part time, and 
most of these were either housewives or else fully 
or partially employed. Most of those who are not 
working do not want to work. On the whole, it ap- 
pears that there is not much dissatisfaction on the 
part of older people on the amount of employment 
they have and the amount they want. 


Income 
Sixty-two per cent of the older people have in- 
comes of less than $1,000. The committee established 
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an amount close to $1,200 as the minimum sub- 
sistence income for single individuals 65 and over 
and $1,800 as the minimum subsistence income for 
couples. Consequently, it appears that single in- 
dividuals whose incomes average below subsistence 
levels constitute 81 per cent of all such senior 
citizens, while married couples whose incomes aver- 
age below subsistence levels constitute 67 per cent 
of that group. The percentages are considerably 
higher for Negroes than for whites, but even in the 
category making the best showing—white married 
persons—60 per cent live on incomes below sub- 
sistence level. 


Housing 

In spite of the number of persons who live below 
the subsistence level financially, the housing of 75 
per cent of the population studied is defined as 
“adequate.”* Almost half (48 per cent) own their 
own homes; and one in five, although not owning a 
home, receives his rent free. The picture is not as 
optimistic as it seems, however. Many of the houses, 
although not substandard, are uncomfortable, un- 
suitable, or uneconomical for living quarters for the 
aging. 

The respondents were asked whether they would 
like to apply for low-rental housing if the rules 
made them eligible. The percentage who replied that 
they would was 26.4. Of all homeowners in the age 
group, 19 per cent stated that they would apply for 
low-rent housing if only they were eligible. Under 
present regulations no one who is a homeowner is 
eligible for low-rent housing regardless of the con- 
dition of his housing or of how great an economic 
liability it is for him to maintain his home. 

The study indicates that adequate housing for 
older people is a most critical need in the Atlanta 
area. The only low-rental housing resources are 
those provided through fourteen public housing 
authorities in the three counties. Of a total of 8,056 
public housing units, only 1,031 are available for 
persons 65 and over; and, although Marietta and 
Roswell are in the process of building a few more 
such units, at the present time the number is far 
from adequate. Many older people who could profit 
from low-rental housing are ineligible. Also, certain 
geographical areas have no units available at all. 
The committee making the study suggests that low- 
rental housing units could be constructed by non- 
governmental, nonprofit organizations. If low-rent- 
al housing is defined as rental houses which are 
especially provided for single individuals with in- 
comes of $2,000 per year or less and for married 
couples with incomes of $2,700 per year or less, 
then the committee derives the indicated need at 
present of 11,112 low-rental housing units, or 





3. Substandard or inadequate housing was defined for purposes 
of the survey as housing which is lacking in one or more of the ac- 
cepted conveniences: lights, hot and cold water, inside toilet, bath, 
kitchen sink, central or mechanical heat. 
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enough to serve 25 per cent of the senior citizen pop- 
ulation. The some 10,000 units still needed include 
729 in Cobb County, 2,137 in DeKalb, and 7,231 in 
Fulton. 


Use of Leisure Time 

Another of the problems looming large for older 
people within the city is the satisfactory use of 
leisure time. Of the people questioned, 72 per cent of 
the men and 53 per cent of the women stated that 
they had all day to do with as they pleased; and of 
the others, many had half the day free. About 15 
per cent admitted that they didn’t know what to do 
with their free time, while another 48 per cent said 
that they “just managed to keep busy.” When asked 
to indicate their educational and recreational in- 
terests, they ranked as fairly high activities of a 
social nature such as watching sports, attending 
church activities, playing games, and singing and 
dancing, although there were many who preferred 
more private activities (reading, sewing, arts and 
crafts, etc.). On the basis of interest shown in the 
responses, it is estimated that 350 groups with 
membership confined to persons of 65 or older 
could be used in the metropolitan area to fill the 
need for activities for older citizens whose time is 
largely idle. A few of the “Golden Age Clubs” exist 
in the city, and they have been spectacularly suc- 
cessful. However, only 43 such groups are now in 
existence, and it is estimated that it would take a 
field staff of seven persons to spark the develop- 
ment of this number of interest groups operating 
with the help of community volunteers. 


Health Needs 

Finally, health needs of older people were studied. 
The amount of illness prevalent among older people 
is understandably much higher than that of the 
general population. The committee found apparent 
inadequacies in four fields: nursing homes, rehabil- 
itation facilities, visiting nurse service, and home- 
maker service. The survey indicated that eight- 
tenths of one per cent of older people who are not 
in institutions require nursing-home care. An in- 
crease of 454 beds in nursing homes in the three 
counties (from the present 1,208) would be needed 
to fill this requirement. 


The committee concluded that there are a large 
number of unmet needs with regard to rehabilita- 
tion facilities for older people. Many older people 
who need dentures, hearing aids, eye-glasses, and 
medicine have no resources for obtaining them. The 
committee also concluded that the need in the area 
for visiting nurses is at present only 20 per cent 
met. About 1,193 persons 65 and over are ill or con- 
fined at home and have no one to depend on; the 
homemaker service which might fill the critical 
needs of these people is “so limited as to be prac- 
tically nonexistent.” 
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Through cumulative voting, minority stockholder interests may obtain representation on boards of 
directors, allegedly making the organization of management in business corporations more democratic. 
Docs it follow then that the corporation becomes a more effective competitive economic entity? 


Cumulative Voting for Directors 


Its Origin and Significance 


by 
Leland C. Whetten 


Definition :—Cumulative voting is a method of 
electing corporation directors. It accords a share- 
holder as many votes as he has shares multiplied by 
the number of directors. He is entitled to cast the 
whole for one candidate or to distribute them among 
two or more. 


CUMULATIVE VOTING LEGISLATION 
Origin 

Since cumulative voting is not recognized at com- 
mon law, it can exist as a right only through statu- 
tory enactment. It was originally conceived as a 
means for electing legislative bodies, but greater 
usage has been accorded it in the field of private 
law. 

The principle of cumulative voting for directors 
was first written into private corporation law by 
delegates to the Illinois state constitutional con- 
vention. It was in a somewhat casual fashion and 
largely as a companion to minority representation 
in government.! Ostensibly, the concept of cumula- 
tive voting for directors drew little attention dur- 
ing the convention debates and proceedings? or in 
the press. Delegate Medill made the major speech 
in support of the proposition, portions of which 
follow: 





1 Although no state has followed Illinois in adopting cumulative 
voting for members of its legislature, twelve states have mandatory 
constitutional provisions on cumulative voting for directors of private 
corporations. 

2 The constitutional convention of Pennsylvania in 1872 was first 
to debate the concept in detail. During this convention ardent support 
for, and vehement opposition to, cumulative voting developed. Twice a 
proposal roughly patterned on the Illinois provision was defeated. Op- 
ponents of mandatory cumulative voting urged that under such a sys- 
tem the holder of a few shares ‘‘could elect Satan himself and all the 
powers of conservative and right-minded men of that corporation could 
not keep him out.” See: Debates of the Convention to Amend the Con- 
stitution of Pennsylvania, 1872-73, Harrisburg, 1873. 
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Now this section is for the protection of the interests 
of all shareholders and the people who propose to put 
their money into stock companies. On account of the 
manner in which stock companies are being managed, 
some reform is absolutely necessary. 

We put our money into a stock company, and the first 
thing we know it is confiscated by the ring. The men 
who get control of stock by proxies, which they coax or 
purchase on misrepresentation, elect the entire board 
and then do as they please. The remainder of the stock- 
holders are in the dark. They have nobody on the board 
to watch their interests, to protest against waste, ex- 
travagance or mismanagement, or to take any steps to 
protect them until it is too late. This majority having 
obtained absolute control of the offices of the company 
proceed to plunder the stockholders by high salaries, 
multiplication of offices, speculating in its money and 
franchises, and abusing their trusts in every respect. That 
this practice is common, is notorious throughout the 
Union as well as within this State, and it is growing 
worse all the time. This provision will unquestionably 
afford every stockholder more power of self-protection 
than he now possesses. Its object is not to cripple or 
injure the rights of the majority in any respect. Their 
power to control the offices of the company remain 
intact; but this is to protect the minority from being 
plundered and robbed out of house and home, their stock 
confiscated and lost for the want of some representative 
to look after their interest. 

I do hope the committee will not strike it out. It can 
do no harm. It will certainly do an immense amount of 
good. It is in the right direction—in the direction of 
honesty and of protection to property, and the interests 
of shareholders in private corporations.? 

Along this same line of thought, Delegate Cool- 


baugh stated: 


I believe it will correct and reform many abuses that 
now exist in the management of monied corporations, 
and will prevent the wrongs and abuses that are often 
secretly perpetrated upon unrepresented stock- 
holders by selfish and unscrupulous boards of railroad 
directors in this State, without their knowledge, and in 
spite of everything that can be done to the contrary.‘ — 

That opposition to the concept was completely lack- 


ing is seen by this statement by Medill: 


3 Debates and Proceedings of the Constitutional Convention of the 
State of Illinois, Springfield, 1870, Vol. II, p. 1666. 


4 ITbid., Vol. II, p. 1667. 
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I have heard no citizen object to this section. A great 
many men have supposed that the Convention would 
pass it by a unanimous vote, it is so obviously just on 
its face, and reflects the common opinion in the State 
so far as it has attracted attention.5 


The following excerpt taken from an editorial ap- 
pearing in the Chicago Tribune is indicative of pub- 


lic sentiment. It was presumably one of a few ar- 
ticles written on the subject during that time: 


The 3rd clause on corporations will forever prevent 
those confiscations of the rights of stockholders by di- 
rectors of which the Erie Railroad is a conspicuous and 
infamous example. The history of the Erie case shows 
that the blunder of having the majority only represented 
in any of the votes which decide its government, results 
in ruling out, 1st, of a minority of all stockholders, in 
choice of directors, then of a minority of the chosen 
directors in the appointment of officers and an executive 
committee, and so on until at last the so-called “ma- 
jority” consists of three persons, Gould, Fisk and Lane, 
who own not a thousandth part of the stock, and whose 
opportunities as thieves immeasurably outweigh their 
nominal interest as stockholders.6 


The following provision received a favorable re- 
port by the Committee on Miscellaneous Corpora- 
tions. It was adopted by the convention, and was 
subsequently included in the constitution as Section 
3 of Article XI. It was approved by the voters in 
1870. 


The General Assembly shall provide, by law, that in 
all elections for directors or managers of incorporated 
companies, every stockholder shall have the right to 
vote, in person or by proxy, for the number of shares of 
stock owned by him, for as many persons as there are 
directors or managers to be elected, or to cumulate said 
shares, and give one candidate as many votes as the 
number of directors multiplied by the number of his 
shares of stock, shall equal, or to distribute them on the 
same principle among as many candidates as he shall 
think fit; and such directors or managers shall not be 
elected in any other manner, after the adoption of this 
Constitution.7 


That it was at least unusual to place a principle 
of private corporation law in a constitution is seen 
by this statement by Delegate Coolbaugh: 

I admit that it is a new principle sought to be in- 
corporated in our Constitution, in the management of 
corporations. But... it is the assertion of a principle of 
right, the insertion of which in the fundamental law can 
wrong nobody.’ 

Types 

Cumulative voting legislation may be either the 
mandatory, or the permissive type. Eight states,® 
Hawaii, and the National Banking Act have man- 
datory cumulative voting by reason of statutory 
enactment. Colorado also adopted that form in 1895, 
but it was replaced by a permissive law in 1919. 
Twenty-one states!® and the District of Columbia 





Ibid., Vol. II, p. 1666. 

Chicago Tribune, June 25, 1870. 

Debates and Proceedings, op. cit., Vol. II, p. 1877. 
Debates and Proceedings, op. cit., Vol. II, p. 1667. 


Alaska, Arkansas, California, Kansas, Michigan, Ohio, Washing- 
ton, and Wyoming. 

10 Colorado, Delaware, Indiana, Louisiana, Maine, Maryland, 
Massachusetts, Minnesota, Nevada, New Jersey, New Mexico, New York, 
North Carolina, Oklahoma, Oregon, Rhode Island, Tennessee, Texas, 
Utah, Vermont, Virginia. 
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have permissive legislation. That is, cumulative vot- 
ing is possible, provided such a procedure is author- 
ized in the corporation charter." 


The permissive type of cumulative voting legisla- 
tion is little more than an illusory right. In the first 
place, a group currently in control where straight 
voting has been in use can hardly be expected to 
adopt a method which will give them something 
less. This tendency is true even though control may 
have been gained recently. Conduct of each side in 
the recent contest involving the New York Central 
Railroad is classic. For example, when demands 
made upon the incumbents by the late Robert R. 
Young were not met, an “all or nothing” battle for 
control ensued. During the contest Mr. Young 
championed the cause of cumulative voting. Said 
he, “I favor cumulative voting for directors because 
it is a right that cannot be justifiably denied to the 
stockholders.”!* However, once he and his colleagues 
were firmly installed, his attitude toward cumula- 
tive voting for stockholders at Central changed. 


As powerful personalities maneuver on the Amer- 
ican corporate scene, inconsistencies in their atti- 
tude toward cumulative voting often become ap- 
parent. Mr. Wolfson, for example, was a very pious 
champion of cumulative voting when he brought 
suit against the impairment of stockholder rights at 
Montgomery Ward. The cause which he ardently 
championed then, however, has received passive 
support from him for shareholders of Marion Pow- 
er Shovel, Universal Marion, New York Shipbuild- 
ing, Merritt-Chapman & Scott, and other companies 
under his domination.1* 

Majority groups have utilized their power to re- 
peal a cumulative voting charter or bylaw provision. 
This right is possible by appropriate vote of the 
stockholders in the absence of a mandatory cumula- 
tive voting law.!4 

In a contest involving the Twentieth Century-Fox 
Film Corporation in 1953, measurements were taken 
to circumvent the election (by cumulative voting) 
of a few directors by an opposing group headed by 
Mr. Charles Green, Chairman of United Cigar- 
Whelan Corporation. Management issued a call for 
a special stockholders’ meeting to convene two 
weeks before the regular annual meeting, with one 
sole purpose: to obtain stockholder approval for a 
management-sponsored proposal to remove a twen- 
ty-year-old cumulative voting provision from the 
certificate of incorporation and the bylaws. The 


11 The Vermont statute requires that a cumulative voting pro- 
vision be in the original articles of incorporation. Once organized, the 
corporation cannot adopt the device by charter amendment. States 
having no provisions for cumulative voting are Alabama, Connecticut, 
Florida, Georgia, Iowa, New Hampshire, and Wisconsin. 

12 New York Times, April 18, 1954. 


13 During the 1957 annual meeting of the Merritt-Chapman & Scott 
Corporation, the question of why cumulative voting is good at Mont- 
gomery Ward but not good for Merritt-Chapman & Scott was raised. 
Replied Mr. Wolfson: ‘“‘Many people say it doesn’t fit this corporation, 
while it may fit some other.” 

14 Maddock v. Vorclone Corporation 17 Del. ch. 39, 147 Atl. 255 
(Ch. 1929). 
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proposal passed by a substantial majority of the 
voting stock, and the results of the annual meeting 
became a foregone conclusion. 

It is debatable whether the extant ambitions of 
future dissident groups can be successfully frustrat- 
ed by resorting to charter amendments such as the 
above without involving the corporation in serious 
legal and economic consequences. The right of ap- 
praisal and payment to stockholders for stock is 
often given to those shareholders who object to cer- 
tain corporation action. Some court decisions seem 
to be leaning toward a more adequate safeguard of 
that stockholder right. For example, a recent New 
York court!® held that amendments of this kind have 
the effect of eliminating a substantial right. Ac- 
cordingly, the affected stockholders are entitled to 
an appraisal of their stock under provisions of the 
State Corporation Law.’ 

A second case involving an amendment to the 
certificate of incorporation in an attempt to alter 
existing rights of a class of stock is seen in action 
taken by the management of Western Air Lines, 
Inc., incorporated under the laws of the State of 
Delaware, but with operations and meetings largely 
confined to the west coast. A special meeting was 
called in October 1956 at which 68.91 per cent of 
the stock voted to eliminate the cumulative voting 
provision from the certificate of incorporation. Im- 
mediately the Deputy Commissioner of Corpora- 
tions of the Division of Corporations of the State 
of California issued an announcement that public 
hearings would be held on November 13, 1956, to 
determine the validity of the action taken in Oc- 
tober. Apparently it was felt that the minority 
shareholders had been deprived of a substantial 
stock right which was tantamount to the issuance 
of a new type of security; and, moreover, that the 
action taken at the special meeting constituted a 
“sale” of stock under the Corporate Securities Law 
of California. Final adjudication of this contro- 
versy, with its many legal implications, is pending 
in the Superior Court of the State of California in 
the County of Los Angeles.'? 


Recent Developments 

Early mandatory cumulative voting legislation 
was the first slender means of making information 
concerning corporate affairs available to minority 
stockholders. Moreover, it was an attempt to im- 
pose standards of responsibility on corporate man- 
agers. These original functions are now more ade- 
quately met by other means. There is, for example, 
the Securities and Exchange Commission with its 


15 Application of New York Hanseatic Corporation, 200 Misc. 530, 
103 N. Y. 8S. (2d) 689 (1951). 

16. See the New York Stock Corporation Law§ 38. For more detailed 
discussion of this particular statute see Edward Ross Aranow and 
Herbert A. Einhorn, Proxy Contests for Corporate Control (New York: 
Columbia University Press, 1957), pp. 162-163. 

17 Western Air Lines, Inc., v. W. H. Stephenson, Com. of Corpora- 
tions, Superior Court, County of L. A., Calif. Docket No. 696567. 
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broad powers over proxy solicitation.’® Stock ex- 
change rules have been perfected and strength- 
ened.'!® Under the Securities Act of 1933, disclosure 
of information is a condition precedent to the sale 
of new security issues. Penalties are also imposed 
for making false or misleading statements. Finally, 
courts impose greater standards of integrity upon 
the conduct of directors now than ever before. On 
this account, the enthusiasm for mandatory cumu- 
lative voting appears to be waning, with current 
emphasis placed on permissive enactments. 


FORMULA OF CUMULATIVE VOTING 
A formula?® has been devised for determining the 
least number of shares required to assure the elec- 
tion of a single director: 


ac 
b+1 


X=number of shares needed to elect a given number 
of directors. 

a=the total number of shares at the meeting. 

c=number of directors it is desired to elect. 

b=total number of directors to be elected. 

Assume that Z Corporation has 400 voting shares 
outstanding, of which 300 are present either in per- 
son or have tendered a proxy. Five directors are to 
be elected to the board, and the minority controls 
148 shares, entitling it to 740 votes. The formula 
shows how votes are cumulated to the greatest ad- 
vantage: 


xX = + 1 


300 x 1 
oe er tt 
Fifty-one shares (17 per cent of stock represented 
at the meeting) with 255 votes are needed to elect 
a director. One hundred one shares with 505 votes 
will elect two. Can a third be elected by this dis- 
sident group? Again the formula is applied: 


300 x 3 
s+ i 


One hundred fifty-one shares with 755 votes are 
needed. Any attempt to seat a third will fail pro- 
vided the majority cumulates its 152 shares most 
effectively. 

When all factors in the formula are known, simple 
multiplication and division will show how to cumu- 
late and distribute. It is entirely possible, however, 
that one or more factors are unknown, as there are 
three principal variables at work in cumulative 


xX = +1 = 151 


18 Corporations not listed on a national exchange are (as a group) 
exempt from the proxy solicitation rules promulgated by the Securities 
and Exchange Commission. Passage of the Pullbright Bill (S. 1168) would 
eliminate many abuses in this connection. 

19 For a timely discussion of the attitude of the New York Stock 
Exchange with respect to stockholder rights, see G. Keith Funston, ‘‘The 
ge _——— Looks at Proxy Contests,” The Exchange, July 1956, 
pp. 1-4. 

20 Charles W. Gerstenberg, ‘“‘The Mathematics of Cumulative Voting,” 
9 Journal of Accountancy 177 (Jan., 1910). This formula was selected as 
it is believed to antedate all others. For another excellent article, see 
Arthur T. Cole, Jr., “Legal and Mathematical Aspects of Cumulative 
Voting,” 2 South Carolina Law Quarterly 225 (March 1950). 
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voting. These are the total number of shares at 
the meeting; the total number of directors to he 
elected (‘‘a’” and “b” respectively in the formula) ; 
and, finally, the manner in which other stockholders 
cumulate their votes. 


Total Shares Voting 

Knowledge of the total shares voting and of the 
proportion of these controlled by each side is es- 
sential to an intelligent cumulation. At this point, 
however, a sort of “hen and egg” problem emerges. 
For example, prior to the casting of ballots, the 
number of shares voting at the meeting is unknown. 
Furthermore, in a bitterly fought contest each side 
will have proxies which will be challenged, and per- 
haps many may be declared invalid. 

Seldom is management able to control, and hence 
effectively cumulate, votes cast in person by in- 
dependent stockholders. This fact emerged anew 
in both the Montgomery Ward and the New York, 
New Haven & Hartford contests. For example, a 
number of stockholders attended the initial meet- 
ing at Montgomery Ward, voted the stock, but did 
not return to the readjourned session to cumulate 
again. Obviously, votes cast by them for Messrs. 
Krider, Eastwood, and Crawford (“bumped” by 
three Wolfson candidates) were wasted. Each re- 
ceived several thousand votes in the final tabula- 
tion. 

Cumulative voting has a bias toward the closely 
knit group, and therein lies an obvious lesson for 
management. In a contested election in which cumu- 
lative voting is used, there is no substitute for un- 
fettered proxies. Moreover, a close liaison should be 
maintained with stockholders who attend the meet- 
ing and vote in person. At best these votes are dif- 
ficult for management to cumulate expeditiously. 


Number of Directors to be Elected 

The number of directors to be elected in a given 
ballot is not always known in advance. For instance, 
is there one election to care for both an expired 
term and a vacancy from resignation, or will there 
be two elections? In such cases, factor “b” of the 
formula is unknown. Moreover, nomination is not 
a condition precedent to election under the “secret 
cumulation” type of enactment. How can the ma- 
jority know how to vote unless the intentions of the 
minority to cumulate are understood? Under certain 
cumulative maneuvering in states not requiring a 
nomination, the minority could elect twice as many 
directors as the majority. In those states a ma- 
jority should never distribute its votes evenly. Many 
statutes prevent this pitfall by requiring notice of 
an intent to cumulate. 


Manner in Which Others Cumulate 
Unless votes are cumulated efficiently, one group 
may end up with much less representation than it 
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is entitled to have.2! For example, the greater the 
number of directors to be elected, the smaller the 
number of shares necessary to elect one director. 
Moreover, when an even number of directors are 
to be seated, a substantial minority can elect one- 
half and thus receive more than proportionate rep- 
resentation. Finally, if two members are to be seat- 
ed, one-third of the stock voting plus 1 share will 
elect a board member. If four seats are involved, 40 
per cent plus 1 share will elect two; if six are to be 
elected, 43 per cent plus 1 share will elect three, and 
so on. From the majority viewpoint, two caveats are 
readily discernible: 

(1) The board membership should be few in 
number. 

(2) An odd number of seats is desirable. Of the 
companies involved in one or more proxy contests 
during the years 1952-1955*? inclusive, three had a 
board composed of four members, and thirty-four 
(including the above named) had a board composed 
of an even number.?* 


METHODS OF CIRCUMVENTING CUMULATIVE VOTING 

Weapons of offense cause others of defense to be 
fashioned. This has long been held a doctrinal 
truism by military strategists. Just as cumulative 
voting is a process enabling minority stockholder 
groups to attain recognition by concentrating their 
votes, so, converseiy, have counter devices been 
fashioned to limit and contain the influence of a 
militant minority. The most e:fective methods to 
accomplish that end envision a change in board 
membership. Some of these are as follows: 


Using a Classified Board 

Having a classified board is an effective restraint 
on a stockholder challenge to management by the 
use of cumulative voting, as vacancies at a single 
election on a nine-man classified board (the most 
common size) rarely exceed three,?* each class serv- 
ing a three-year term. Regardless of the historic 
purpose of the legislation authorizing classifica- 
tion, it is today an expediency by which the “ins” 
seek to become self-perpetuating.25 Where few di- 
rectors are to be seated (b in the above formula), 


21 There are a number of reported cases dealing with such elec- 
tions. See State ex rel. Price v. DuBrul, 100 Ohio 272, 126 N. E. 87 
(1919); Chicago Macaroni Mfg. Co. v. Boggiano, 212 III, 312. 67 N. F. 
17 (1903); Schwartz v. State ex rel. Schwartz, 61 Ohio St. 497, 56 N. E. 
201 (1900); Tomlin v. Farmers & Merchants Bank, 52 Mo. App. 430 
(1893); Wright v. Commonwealth, 109 Pa. 560, 1 Atl. 794 (1885); Pierce 
v. Commonwealth, 104 Pa. 150, 14 W. N. C. 97 (1883). 


22 Leland Carling Whetten, “The Proxy Contest—Its Nature, Cause 
and Significance,” Unpublished Doctoral Dissertation, University of 
Alabama, p. 127 (1957). 


23 Board membership for companies having experienced a contest 
between 1952-1955 varied from four to twenty-two. Twenty companies 
had nine seats on the board, and nineteen had seven. Those engaged in 
finance and transportation employed a large board because of special 
problems. By contrast, the preponderance of “excellently managed’ com- 
panies reported by The American Institute of Management have thirteen 
on the board. See ‘Manual of Excellent Management,” The American 
Institute of Management, 1955 Edition, p. 23. 


24 The maximum number of possible classes depends upon statutory 
authority. Most enactments specify a maximum number of three into 
which seats on the board of directors may be divided. 

25 This tendency is true regardless of when the dominating group 
may have gained control. 
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the task of the “outs” in gaining either board rep- 
resentation or control tends to be both arduous and 
costly. For example, if a nine-man board were not 
classified and served one-year terms, a minority 
would be successful in seating a director were it 
able to marshal 10 per cent + 1 of the votes cast. 
A classified board of three vacancies increases the 
number needed to elect a candidate to 25 per cent 
+ 1. 

The classified board has wide legislative sanction. 
Enactments of only three states?* deny its use by 
requiring all board members to be elected annually. 
Thirteen states have mandatory cumulative voting 
as a matter of constitutional law; the statutes in 
nine of these authorize a classified board. His- 
torically, the state legislatures have not felt that 
classification of directors was inconsistent with 
mandatory cumulative voting. Many state corpora- 
tion laws contain both statutes in the same code,?7 
and prior to 1955 the question rarely came before 
the courts. In that year, however, two cases were 
decided which are relevant: the Winous Company 
case and the case of Wolfson v. Avery. 

In the Winous case, the Court of Appeals opinion 
pointed out two provisions in the Ohio corporation 
law which were inconsistent, yet of equal dignity. 
These provisions were: (1) legislation authorizing 
classified boards and (2) a statute providing for 
mandatory cumulative voting. The court ruled that 
the cumulative voting statute held because of its 
more specific nature. However, the Ohio Supreme 
Court reversed the decision, stating that although 
the Ohio statute granted a right to cumulative vot- 
ing that could not be restricted or qualified, it did 
not “necessarily guarantee the effectiveness of the 
exercise of that right,” for 

To hold otherwise would require a complete annihila- 
tion of the provisions for classification because any 
classification would necessarily be a restriction or quali- 
fication and no corporation could avail itself of the 
privilege of classification. We do not believe the General 

Assembly intended any such result.28 

These conflicting provisions also were involved 
in the Wolfson v. Avery case. The court decided 
(with a strong dissent) that the statute permitting 
classification of directors was in conflict with the 
constitution. 

State constitutions define the right of cumulation 
in widely varying terms, but in general they tend 
to follow the pattern established in either the IIli- 
nois or the Pennsylvania varieties. The Pennsyl- 
vania constitutional provision making cumulative 
voting for directors a mandatory right is condensed, 
whereas the Illinois form is more elaborate in de- 
tail. 





26 Alabama, California, and Wyoming. Illinois joined the group in 
1954 through court decision of Wolfson v. Avery. 

27 The Texas Business Corporation Act of 1955 and the model act 
drafted by the Committee on Corporate Laws of the American Bar 
Association are indicative. 

28 Humphreys v. Winous Company, 165 Ohio St. 59, 133 N. E. (2d) 
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Changing Size of the Board ; 

Frequently a minority group discovers that its 
chance of gaining representation through cumula- 
tive voting has diminished. This feat may be ac- 
complished by opposition through a purposeful re- 
duction in board membership.?® Although statutes 
of most states require a minimum of three directors, 
neither law nor business custom dictates any exact 
number for a particular company. As a general 
rule, that can be varied at will by a majority and 
is an effective antidote to cumulative voting. 

Although failing in its first attempt, a dissident 
group may plunge a company into one or more re- 
peat contests. This is more than a mere possibility 
if the stock acquisition has been motivated by long- 
range considerations. Moreover, the voting strength 
of a group may increase with successive contests. 
Thus, attempts to thwart demands of an opposi- 
tion permanently by reducing board membership 
may ultimately fail. If it appears certain that an 
impasse of this magnitude has developed, manage- 
ment must carefully weigh alternative possibilities. 
Proxy fights are demoralizing and expensive. In 
some cases a policy of minority appeasement seems 
to have emerged. 


Attitude of Executive Committee Toward Minority Directors 

Barriers of many kinds are devised to circum- 
scribe the functions of an “unfriendly” director. 
For example, management may assume the initia- 
tive in policy formulation through informal discus- 
sions with “friendly” board members. Moreover, 
there is widespread statutory authority for power- 
ful executive committees on which opposition does 
not receive appointment.®° Consequently, a plausi- 
ble subterfuge would be to shift the preponderance 
of discussion and decision to these committees. 
Formal board meetings become mere stereotyped 
endorsements of predetermined policies, dividend 
declarations, and similar actions which are the ex- 
clusive prerogative of a board. Meetings scheduled 
on short notice or held at an inconvenient time or 
place have also been used to crush the influence of 
a minority director. 


Changing the State of Incorporation 

Changing the state of incorporation is an ex- 
pediency which can be used to deny board rep- 
resentation to a minority group in a state having 
mandatory cumulative voting legislation. Baldwin 
Securities received its initial charter from Penn- 
sylvania, but during 1957 the state of incorporation 
was changed to Delaware. Perhaps considerations 
other than cumulative voting were involved; never- 
theless, it is clear that the mandatory cumulative 
voting right was removed. 
99 The effect of cumulative voting may also be offset by an in- 
crease in the size of the board. 

30 The executive committee of the Penn-Texas Corporation was ap- 


parently used to circumvent the influence of the minority directors on 
the board. 
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Merger and Stock Acquisition 

A merger between two companies may be op- 
portune when denying board representation to a 
minority group. Although cumulative voting was 
not an issue, the merger during 1957 of the Elliott 
Company (a Pennsylvania corporation) into the 
Carrier Corporation (a Delaware corporation) is 
indicative. Of more direct bearing on this subject, 
however, was the substantial acquisition during 
1956 of the stock of the A. M. Byers Corporation 
(a Pennsylvania corporation) by the General Tire 
& Rubber Company. Following attempts by an in- 
surgent group to gain control, a proposed merger 
of Byers into Bucyrus-Erie Company was initiated 
by the incumbent group. Though the merger failed 
to go through, the stock purchase plan between 
Byers and General Tire was consummated. Finally, 
the proposed take-over operation during 1955 of 
the Tiffany & Company by both “raider” Irving 
Maidman and the Bulova Watch Company was 
successfully thwarted (so too was Bulova’s right to 
cumulative voting in the Tiffany stock*') in the 
acquisition by the Hoving Corporation of 52 per 
cent of Tiffany’s voting stock. 


CUMULATIVE VOTING IN RECENT CONTESTED ELECTIONS 

In several recent contested elections, a cumula- 
tive voting proposal became the focal point of con- 
_tention, although the form it took varied. The fol- 
lowing are indicative: 

The Montgomery Ward contest reached its apex 
when the Supreme Court of Illinois upheld Judge 
Fisher’s*? ruling that classified boards were re- 
pugnant to the constitution. 


In 1928 David B. Lichtenstein and Donald L. 
Barnes, Sr., organized the American Investment 
Company of Illinois. This is a Delaware corporation 
although its stockholders’ meetings are held in IIli- 
nois and its executive offices are in Missouri. Mr. 
Lichtenstein’s ownership in that company was large, 
and for twenty-seven years he was the operating 
Vice President. A leave of absence was granted him 
in 1954, during which time that office was abolished 
by the board. During 1955 a contest ensued in which 
the charge of “one-man control” was made. Twenty- 
one per cent of the stock voting gave active sup- 
port to Lichtenstein’s proposal to amend the bylaws 
and thus make cumulative voting possible. 

This case is selected because of one simple truth. 
When translated into individuals, the terms “ma- 
jority” and “minority” have no constant meaning. 
Many who are numbered among the majority to- 
day may find themselves among the minority to- 
morrow. Lichtenstein was opposed to cumulative 





31 Mr. Hoving states: “ . it would be of advantage to Tiffany” 
to have a Bulova director on the Tiffany board. See Lewis D., and John 
J. Gilbert, Eighteenth Annual Report, New York, 1958, p. 177. 


32 Wolfson v. Avery, 126 N. E. (2d) 701 (1955). 
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voting during his influential years with the com- 
pany. Not until his status was waning did such a de- 
vice appeal to him. 

During the fall of 1954, George Brusell, Jr., in- 
stigated a contest for control of Forty Wall Street. 
Of significance in this case was the emphasis which 
he placed upon a director’s absolute right to inspect 
the books and records, as distinguished from a 
stockholder who must prove good faith. Hence, a 
director elected by cumulative voting would keep 
minority stockholders more adequately informed. 


EXTENT OF USE OF CUMULATIVE VOTING 

A recent study showed that of the ninety-six com- 
panies involved in one or more proxy contests be- 
tween 1952-1955, forty-six used cumulative voting 
at the stockholders’ meeting. This percentage is 
high when compared with that in other studies 
treating its use. Williams analyzed 189 companies 
and found that only twenty-one (eleven per cent) 
employed cumulative voting. The Corporate Prac- 
tices Committee of the American Society of Cor- 
porate Secretaries, Inc., says that cumulative voting 
has been “more or less a dead letter, seldom used 
and very infrequently a source of difficulty.”** Thus 
even in states having the mandatory cumulative 
voting provisions, the right is permitted to lie 
dormant with relatively few corporations ever ex- 
periencing its formal use. Under these conditions, 
management and the board have the same practical 
responsibilities for selection of new directors as in 
companies with straight voting. Proxy contests, 
however, are more common in companies with such 
a device; and in many cases studied, the ‘“protec- 
tive committee” would never have formed under an 
all-or-nothing condition of straight voting. 


MANAGEMENT'S ATTITUDE TOWARD CUMULATIVE VOTING 

Ostensibly, American management is of one mind 
in its opposition to cumulative voting. It reasons as 
follows :*4 (a) Both by tradition and law, it is the 
duty of a director to represent the interest of all 
stockholders indiscriminately. Cumulative voting 
has a bias toward fostering special group loyalties. 
Commenting upon this point, Mr. C. Norman Stab- 
ler says: 

By this method a minority group is able to concentrate 
its votes for new members of the Board and thus obtain 
representation, even though overwhelmingly out-voted 
by the majority of the stockholders. It sounds all fair 
and square. Many corporations already have such a pro- 
vision in their charter, some to their regret. At first 
glimpse it seems to promise some democratic representa- 
tion to all minority groups. A further examination, how- 
ever, indicates that it is a provision that can be greatly 
abused, and that, far from being a method for minority 
obtaining representation, it can develop into a case of 
one single and selfish minority gathering a lot of other 





33 “Report of the Corporate Practices Committee,” American 
Society of Corporate Secretaries, Inc., February 1956, p. 15. 

34 For specific statements issued by executives of American busi- 
ness corporations, see George D. Gibson, “Should Cumulative Voting 
for Directors be Mandatory?” The Business Lawyer, November 1955, 
pp. 26-29. 
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minorities and ending up with a man or two or three on 
a board who feels imbued with the idea of opposing 
management at every turn.35 


(b) It is incumbent that top management function 
as a team in an atmosphere of harmony and mu- 
tual respect. Divergent opinions over a given subject 
are possible, but harmony should prevail in regard 
to general policy. The American Institute of Man- 
agement*® states that such “a minority voice on a 
Board would serve chiefly to hamstring the other 
directors.” This argument finds support in an ar- 
ticle written by Professor Gower, of London: 


. cumulative voting is unknown in England and I 
have never heard it advocated. We still like to think of a 
board of directors as a united team of managers rather 
than as representatives of divergent interests overseeing 
the management.37 


CONCLUSIONS 

There is a time-honored rule of Wall Street that 
states: “If you don’t like the management, sell your 
stock!” The shareholder of modest means should 
realize that he is buying management. His stocks 
should be in companies with proven managerial 
ability. Once the commitment is made, few avenues 
are open to him should he oppose established poli- 
cies: he can sell his stock if there is a buyer; he can 
undertake the responsibility of a proxy contest 
either for control or representation; and finally, 
he may resort for corrective relief to a court if the 
circumstances warrant. 

In recent years a new philosophy labeled “busi- 
ness statesmanship” has emerged. This asserts that 
a corporation should be run for the interest of all 
major groups concerned. These groups are stock- 
holders; labor; management; and, broadly, the pub- 
lic. At least in theory, the directors work for the 
stockholders, and the aim of their stewardship is to 
maximize the shareholder’s long-run interests. But 
in broadening its goal to include other groups lies 
the danger that legitimate stockholders’ interests 
will be neglected. Labor does not have board rep- 
resentation, but active unions protect employee in- 
terest. Management’s viewpoints are strongly rep- 
resented on most boards. Competition, as a general 
rule, will protect customers and suppliers. Appre- 
hension that boards will go too far in their benevol- 
ence seems to be growing, and fear is at the root of 
much agitation for a “balanced board.” Comment- 
ing upon the favorable trend toward a greater sense 
of social responsiveness among corporate directors, 
the American Institute of Management said: 

The Institute is convinced that the greatest single 
weakness in American business organization still lies 


in the composition of the average board of directors. 
Despite improvements in many companies during recent 





35 C. Norman Stabler, New York Herald Tribune, April 29, 1953. 

36 National Biographic, December 1956, p. 5. 

37 L. C. B. Gower, “Corporation Law in England and America,” 
The Business Lawyer, November 1955, p. 52. 
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years, continued pressure is needed from stockholders 
and the public for better, more active directors.3§ 


The above statement answers some questions, but 
raises others. Along with their new sense of social 
responsibility, can professional managers preserve 
the imagination and fierce drive that helped to make 
American business great? Time alone contains the 
answer to this question. 

The concept of cumulative voting in corporate 
business is strictly American, having been conceived 
in embryo in the heart of the American nation in 
1870, from whence its later growth and develop- 
ment have been nurtured. It will be remembered 
that the Committee on Miscellaneous Corporations 
and the Committee on Electoral Representative Re- 
form each fashioned a cumulative voting proposal 
to the Illinois Constitutional Convention of 1869. 
The former dealt with a method for electing mem- 
bers to the board of directors in business corpora- 
tions. The latter directed its attention toward per- 
fecting a method of electing members to the Illinois 
General Assembly. Two criteria pertaining to the 
early Illinois constitution concerning cumulative 
voting seem difficult to explain: (a) It was un- 
usual to place a principle of private corporation 
law in a state constitution. (b) Although twelve 
states subsequently followed Illinois by their 
inclusion of a cumulative voting provision in their 
respective constitutions, this right was restricted to 
the election of directors in business corporations. 
In the opinion of the writer, such a restriction is 
unfortunate. It is the function of government to 
foster those policies tending to strengthen the 
spiritual and cultural realm of society. In the organi- 
zation of the body politic, the democratic form has 
no equal provided those in control are sensitive to 
the desires of a responsible minority group. How- 
ever, the democratic processes beg the subject in 
those jurisdictions dominated by one political group 
when straight voting is employed. Many individual 
citizens have little if any choice in either the selec- 
tion of members to the general assembly or the en- 
actments thereof. 

Those who champion the cause of corporate de- 
mocracy extol the virtues of cumulative voting as a 
device to make the organization of management in 
business corporations more democratic. Does it 
necessarily follow, however, that the democratic 
processes are also superior to other forms of or- 
ganizing business institutions? The chief interest 
of the latter lies in the material realm. The import- 
ant question is not whether cumulative voting is 
more (or less) democratic than straight voting, but 
rather which device tends to make the company a 
more effective competitive economic entity. The 
pros and cons of cumulative voting for directors are 
many, and no doubt the debate will continue un- 
abated. 





38 Manual of Excellent Management, The American Institute of 
Management, 1955 ed., p. 23. 
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The Southeastern Corner 


by 


Warren A. Walker 


THE COASTAL EMPIRE 


The two immediately preceding articles of this 
series have pointed out the desirability of area 
planning, the techniques that might be employed, 
. and the difficulties that might be encountered. This 
month’s article might be termed a case study of 
such a project in its formative stages. 

THE COASTAL EMPIRE DEVELOPMENT CONFERENCE 

On January 14, 1959, the Coastal Empire De- 
velopment Conference was held at Statesboro, Geor- 
gia. The presentation of this conference comprised 
a 16-county area. The selection of counties was on 
the basis of common problems and potentials rather 
than political boundaries. This resulted in the selec- 
tion of eleven counties from the coastal plain of 
Georgia and five from the coastal plain of South 
Carolina. Specifically the following counties were 
represented: Bryan, Bulloch, Chatham, Effing- 
ham, Liberty, Screven, Candler, Evans, Long, Tatt- 
nall, and Toombs in Georgia, and Allendale, Beau- 
fort, Hampton, Jasper, and Colleton in South Caro- 
lina. (See the accompanying map.) 

This conference was held under the sponsorship 
of the Georgia Power Company, with the States- 
boro Chamber of Commerce acting as host. In addi- 
tion there was the active cooperation of the Met- 
ropolitan Planning Commission of Savannah, the 
highway departments of the two states involved, 
Hammer and Company Associates, and the Georgia 
State Planning Commission. 

One of the prime items for consideration at this 
meeting was a discussion of existing transportation 
facilities together with the probable impact of the 
Federal Interstate Highway system on the economy 
of the area. 


Characteristics of the Area 
In many ways the area under consideration in 


this article is typical of conditions throughout most 
of the southeastern United States. There is a major 
metropolitan area, Savannah,' which dominates the 
economy of the area as a whole. In addition there 
are several smaller semi-metropolitan communities. 
These two groups comprise the economic core of the 
area. The normal economic indicators suggest a 
growing, prosperous situation. Population, retail 
sales, bank deposits, and personal income are all 
experiencing a steady increase. 

In contrast to these few favored centers, the 
large surrounding counties are experiencing declin- 
ing population, declining sales, and for the most 
part declining personal income. Historically these 





1 The Savannah trade area was covered in some detail in “The 
Southeastern Corner,” Atlanta Economic Review, July 1958. 
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counties have had a predominantly agricultural 
economy. The difficulties they face are typical of 
the difficulties faced by agriculture in general. 
(These problems have been examined in consider- 
able detail in several previous articles.) In this par- 
ticular area the economic losses have been some- 
what moderated by the suitability of the area to 
pulpwood production; this region now contains sev- 
eral large manufacturers of paper products and re- 
fined wood pulp, as well as chemical industry based 
on pine tree derivatives. 


Purpose of the Conference 

A conference of this type has two purposes. One 
is to examine conditions as they exist and the limi- 
tations such conditions impose. The other purpose, 
which is more positive in nature, is to determine 
what can be done. 

In a preliminary meeting of this type no well- 
defined plan of action can be determined. On the 
other hand, objectives and possibilities can be ex- 
amined in a general way. 


Tentative Conclusions Reached 

Some of the tentative conclusions reached at the 
conference were that: 

1, Since the volume of ocean transport handled 
by the port of Savannah has grown rapidly in re- 
cent years and since Savannah is the economic 
center of the area, it would be desirable for the 
entire area to think more in terms of international 
trade than has been the case in the past. 

2. The decision by the Georgia Ports Authority to 
expand and improve the docking facilities at Bruns- 
wick gave additional emphasis to point 1 above. 

3. Some of the economic opportunities resulting 
from ocean transport would of necessity remain in 
the port area, e.g., operations which by their very 
nature are more efficiently performed at “dock- 
side,” such as oil refineries, etc. 

4. Other economic opportunities that involve re- 
loading to trucks or trains could in many instances 
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be performed more economically in the rural coun- 
ties adjoining the metropolitan areas, e.g., semi- 
finished goods that could be finished at some local 
plant and goods that are shipped in bulk and then 
processed and/or packaged for retail distribution 
after arrival in this country. 

5. In a sense the Savannah river constitutes a 
natural axis of the area at the present time, and the 
likelihood exists that it will become more so in the 
future. It follows, therefore, that close liaison and 
cooperation should be maintained with the area de- 
velopment group to the northwest. 

The economic center of this area is the Augusta- 
Aiken metropolitan complex. This area has much 
the same pattern as the Coastal Empire area. Most 
of the economic activity takes place in a growing, 
prosperous, diversified metropolitan area surround- 
ed by economically depressed counties. 

6. In many ways the Coastal Empire area is not 
well-suited at the present time as a national dis- 
tribution center because it is far from the chief 
population centers of the nation. Therefore, the scale 
of operations of projected new industrial and com- 
mercial activities should be oriented to the south- 
eastern United States within a fairly narrow mean- 
ing of the term. 

7. It is not outside reasonable possibility that 
after channel improvements on the Savannah River 
are completed it may eventually become a vast in- 
dustrial-commercial complex reaching from Au- 
gusta to the Atlantic Ocean, such as is found along 
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the river valleys in certain European countries. 

8. If this long-term objective is to be realized, it 
must result from the coordinated efforts of the cit- 
izens of the area. This conclusion was reached be- 
cause it now appears that specialized installations 
such as the Savannah River Plant of the Atomic 
Energy Commission do not produce much of an in- 
tegrating effect on the area as a whole. 

These then are some of the conclusions that were 
reached. They are vague and they are general. 
Further research may prove that some of them are 
impractical, or that they cannot be developed to the 
degree that is hoped for. Nonetheless, they represent 
a tremendous amount of progress from the situa- 
tion on January 13, 1959 (the day before the meet- 
ing). 

Actually the conclusions as presented here are in 
a more formalized form than they appeared before 
the meeting, but they do represent in substance 
some of the more important suggestions. 

Effects of Proposed Interstate Highway on 
Smaller Communities 

The heavy broken line on the map indicates the 
proposed location of the Federal Interstate High- 
way. At the beginning of the meeting there was 
some feeling that construction of such a highway 
would depress the economic conditions in the small 
communities even further, due to the fact that all 
but the largest communities are bypassed. During 
the course of the conference, however, evidence was 
introduced to show that in many instances economic 
conditions have actually improved in communities 
bypassed by superhighways. Though the reasons for 
this have not been examined exhaustively, except in 
a few localized situations, the usual explanation for 
this apparent paradox is that express highways 
facilitate the construction of “supply plants” in 
small cities. “Supply plants” are those which supply 
raw materials or semifinished goods to plants lo- 
cated in metropolitan areas. The theory is that the 
improved facilities for transportation have the ef- 
fect of lowering costs by reducing the amount of 
time required to transport the materials from one 
plant to the other. 

Curiously enough, in certain types of industries 
just the opposite situation occurs. This has some- 
times been termed a spill-over effect. In this situa- 
tion semifinished goods flow from the metropolitan 
area to smaller communities for final finishing and 
packaging. This type of situation may arise when a 
company desires to expand its operations and can- 
not locate suitable land at a reasonable price in the 
metropolitan area. If suitable land can be located 
in a nearby community and efficient arteries of 
transportation are available, then an obvious solu- 
tion presents itself. 

The smaller communities in the Coastal Empire 
area hope to capitalize on such situations as the 
port areas become more congested. 
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February = January | % February % see ; 
7“ | 1959 | 1959 | Change ms) l| lca |S * 
Z en 2 TT: | er: Two Months ‘58 
EMPLOYMENT 
Job Insurance (Unemployment) | 
PY: sinirsoiescsininiennmiraiqusenme $417,674 | $549,977 | —24.1 | $666,996 | a: —28.4 
Job Insurance Claimants} —.__-_- 8,076 | 8,403 | — 29 | 11,514 | —29.9 25.9% 
Total Non-Ag. Employment -_---- 343,100 344,550r | = — 0.4 | 336,700 | +19 + 1.4* 
Manufacturing Employment ----- | 84,200 | 83,750 | + 0.5 83,900r | + 0.4 + 1.0* 
Average Weekly Earnings, | | | 
Factory Werkers ............ $79.00 | $79.59r — 0.7 $72.74 + 8.6 + 8.2* 
Average Weekly Hours, | | 
Factory Workers __---------- 40.1 | 40.4r — 0.7 | 38.9r + 3.1 + 41* 
Index of Help Wanted Ads | 
(Seasonally Adjusted, 1947-49 | | 
Avg. 100) -..............-- | 156.0 | 146.6 + 63 1138 | 437.0 425.4 
| 
CONSTRUCTION | | | 
Number of Building Permits§ ----| 591 645 | — 8.4 | 605 — 23 — 29 6 
Value of Building Permits§ __-_-_-_- | $20,588,611 | $7,986,461 +157.8 | $7,764,346 +165.2 +76.5 
I aeicrienicnciotctnnasieuteaescnenininn | 20,700 21,700r — 4.6 16,000r | + 29.4 +29.9* 
| 
| | 
FINANCIALA | | | | 
Bank Debits (Millions) __-_--___- | $1,735.8 | $1,900.3 —87 | $1,4847 | +169 +13.2 
Bank Deposits (Millions) | 
(Last Wednesday) ___----___- | $1,218.3 $1,240.1 —18 $1,103.3 | +10.4 +10.4** 
: | 
OTHER | | | 
| | 
Department Store Sales Index | | 
(Adjusted 1947-49=100) _____ | 161 | 164 | —1.8 | 147 +9.5 | +9.0% 
Retail Food Price Index | 
(1947-49=100) __--_--______| 115.5 116.2 | — 0.6 116.7 ~ IP | — 1.0** 
Number Telephones in Service ___ 327,523 | 325,033 + 0.8 307,889 + 6.4 | + 44" 
| | | 
r-—Revised *Average month **End of period %—Based on retail dollar amounts 
&City of Atlanta only. N. A—Not Available AData from members of the Federal Reserve System only. 


tNew series. Covers unemployed Federal employees and unemployed veterans in addition to those covered by Georgia law. Claimants incluae 
both the unemployed and those with job attachments but working short hours. 


Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of Labor; Number 
Help Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, Atlanta, Georgia; Financial data: 
Board of Governors, Federal Reserve System; Postal data: Atlanta Post Office: Retail Food Price Index: U. 8. Department of Labor; 
Department Store Sales Index: Federal Reserve Bank of Atlanta and Board of Governors, Federal Reserve System; Telephones in 
Service: Southern Bell Telephone and Telegraph Company. 
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ATLANTA BUSINESS ACTIVITY 


Construction activity in Atlanta during the first 
quarter of 1959 set a new record as the March 
figure of better than $8.3 million pushed the total 
for the period to $36,919,556, which was 76 per 
cent above the $20,970,586 valuation recorded dur- 
ing the first three months of record-breaking 1958. 
Mr. W. R. Wofford, City Inspector of Buildings, 
has been quoted as saying that at this time it 
appears likely that 1959 will be an even better year 
for construction in Atlanta than last year, when 
the value of permits issued reached $108 million, 
contributing much to Atlanta’s recovery from the 
recession. 

Employment in construction, while at seasonally 
low levels in February, was 29.4 per cent above 
February 1958 and at an all-time high for that 
month. Employment in this industry will very prob- 
ably hold up well during the coming months, per- 
haps reaching 27,000 or more by August if the 
current rate of building continues. This employ- 
ment, coupled with the demand this construction 
will generate for suppliers of building materials, 
will be a major factor in the continued economic 
health of the Atlanta area. 

It was not particularly surprising to learn from 
the U. S. Department of Commerce that Metropoli- 
tan Atlanta led the rest of the state in the amount 
of construction for which permits were issued dur- 
ing the first 10 months of 1958, but the figures for 
the period are themselves very revealing. For in- 
stance, the 8,719 permits for new homes and other 
dwelling units was more than half (55.9 per cent) 
of the total for the state. The permits for all build- 
ing issued in the Atlanta Metropolitan Area totaled 
approximately $165 million, which was 62 per cent 
of the value of all permits issued in the state as a 
whole. These figures not only point up the impor- 
tance of the construction industry to the city of 
Atlanta, but also reflect the rapid influx of people 
to the area. 

The improvement in the employment situation in 
the area is most forcefully demonstrated by the 
rapid rise in the index of the number of help want- 
ed ads. After seasonal adjustment, the index for 


April 1959 


February stood at 156, up 6.3 per cent from Jan- 
uary and 37.0 per cent from February of 1957. 


Continued claimants for job insurance payments 
during February numbered 8,076 as compared with 
11,514 in February 1958, a drop of 29.9 per cent. 
The actual amount paid out also dropped in Feb- 
ruary, and at that time was 37.4 per cent below 
February of last year. 

Total nonagricultural employment in February 
was 6,400 above the same month last year. The drop 
of 1,450 from the January total occurred primarily 
in trade and construction and was attributable to 
seasonal] factors, as was the rise of 400 in estimated 
unemployment. The unemployed totaled 4.3 per cent 
of the labor force in February as compared with 
7.0 per cent in the nation as a whole. 

Manufacturing employment increased 450 work- 
ers in February. Especially notable is the fact that 
employment in the durable goods industries, the 
sector most seriously affected by the recession, in- 
creased 500 workers over January 1959 and 750 
over February 1958. A slight decline in employment 
in nondurable goods industries partially offset this 
increase, and less overtime in the higher paid in- 
dustries resulted in a decrease of 59 cents in the 
average weekly earnings of factory workers. Hours 
and earnings stood at $79.00 for a 40.1 hour week 
during February. 

The retail food price index for the Atlanta Metro- 
politan Area fell again in February to continue a 
downward trend which began some 10 months ago, 
and has been interrupted but once as the index 
moved from 119.5 in May 1958 to 115.5 in February 
1959, with a slight rise reported in January. The 
drop was from a high level, however, and a sub- 
stantial part of it was due to seasonal factors. 
Nevertheless, food prices in February were at their 
lowest jevel since December 1957, and for the first 
time since May 1955 were below “year ago” levels. 
Prices for fruits and vegetables led the downward 
movement as prices for this group dropped 5.3 per 
cent. Following closely were prices for meats, poul- 
try, and fish, especially pork. 
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Research Studies Available 


RESEARCH PAPER NUMBER 10 
Expressway Influence on Land Use and Value, 
Atlanta 1941-1956 

... by James H. Lemly 
This study, from which Dr. Lemly’s current 
article is taken, is a report and analysis of various 
economic effects on land use and land value result- 
ing from the development of Atlanta’s expressway 
system. The study covers many aspects of express- 
way developments, including such factors as the ef- 
fects on general traffic patterns and the changes in 
land use and value relative to distance from the 
central business district and distance from the ex- 
pressway. 
(Price $2.50 per copy plus 8 cents sales tax in 
Georgia.) 


RESEARCH PAPER NUMBER 7—Employees’ Attitudes To- 
ward Unionization, Management, and Factory 
Conditions: A Case Study, by Anthony Stampolis. 


RESEARCH PAPER NUMBER 8—Factors in Industrial Lo- 
cation in Atlanta, 1946-1955, by James Emory 
Chapman and William H. Wells. 


RESEARCH PAPER NUMBER 12—The Development of 
Georgia’s Tufted Textile Industry, by Ray G. Jones, 
Jr., and Claude A. Campbell. 


BULLETIN NUMBER 2 
STUDIES IN BUSINESS AND ECONOMICS 
Cumulative Voting for Directors: 
Its Origin and Significanee 
... by Leland C. Whetten 
Dr. Whetten’s article on cumulative voting, ap- 
pearing in this month’s Atlanta Economic Review, 
is condensed from his monograph, in which he pre- 
sents a comprehensive study of cumulative voting 
—a method of electing corporation directors. 
Among the subjects covered are: cumulative voting 
legislation, the formula for cumulative voting, 
methods that are used to circumvent cumulative 
voting, and management’s attitude toward this 
method by which minority stockholder groups may 
obtain representation on boards of directors. 


BULLETIN NUMBER 3 
STUDIES IN BUSINESS AND ECONOMICS 
Advertising Appropriations Methods in Banking 
... by W. T. Tucker 

In this monograph Dr. Tucker gives the results 
of a careful analysis of the advertising appropria- 
tions methods of several hundred banks. These re- 
sults give statistically sound answers to such ques- 
tions as, “What will happen if the advertising ap- 
propriation is lowered or raised?” “Does advertising 
actually increase the use of bank services?” The 
study presents a wealth of new material on the 
subject and an objective way of looking at ad- 
vertising expenditures. 

(Price $1.50 per copy plus 5 cents sales tax in 
Georgia.) 


For copies of the studies named above, send request to the Bureau of Business and Economic Re- 
search, School of Business Administration of Georgia State College of Business Administration, 33 Gilmer 
St., S. E. Atlanta 3, Georgia. Single copies available without charge except for Research Paper Number 10 


and Bulletin Number 3 as noted above. 
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